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Managing Director's Statement on Exchange Parities 


In a speech delivered before the Basle Centre for 
Economic and Financial Research, at Basle University, 
on June 12, 1961, Mr. Per Jacobsson, Managing 
Director of the International Monetary Fund, made 
the following remarks: 

“In the past three months the economic world has 
been plagued by rumors of further currency changes. 
These rumors seem to me entirely baseless. They are, 
however, very damaging to confidence, and people 
would do well to consider how much harm they do in 
inventing and spreading such rumors. 


“I happen to know that in all the major financial 


Eighteenth Session of the GATT 


The eighteenth session of the CONTRACTING PARTIES 
to the General Agreement on Tariffs and Trade was 
held in Geneva from May 14 to 19, 1961. Plans were 
made for a meeting of ministers of trade and economic 
affairs, to be held for about one week, at the end of 
November 1961, during the period of the nineteenth 
session of the CONTRACTING PARTIES. 


The first phase of the 1960-61 Tariff Conference, 
which was largely concerned with negotiations with the 
European Economic Community (EEC), was termi- 
nated, and arrangements were made for the general 
round of tariff negotiations to begin on May 29, 1961. 
During the eighteenth session, attention was given to 
trade arrangements arising out of the association of 
overseas territories with the EEC, and it was agreed 
that the discussion would be resumed at an appropriate 
time. Arrangements were also made to consider ques- 
tions arising out of the association of Finland with the 
European Free Trade Association. The CONTRACTING 
PARTIES were informed that six countries had ratified 
the Treaty of Montevideo, which will establish the 
Latin American Free Trade Association, and that a 
seventh would do so shortly (see this News Survey, 
Vol. XIII, p. 70). 


The CONTRACTING PARTIES agreed unanimously to 
make available to newly independent States, on the 
initiative of the country concerned, advice and guidance 
in formulating their commercial and customs policies. 
Close cooperation will be maintained with other inter- 
governmental agencies active in the field of technical 
assistance, and with other intergovernmental agencies 
having competence in such aspects of commercial pol- 


centers the monetary authorities are determined to 
maintain existing parities. There is no foundation what- 
ever for the rumors that there are some new plans 
under international discussion for currency adjustment, 
whether by revaluation, devaluation, widening of mar- 
gins, or in any other way. 


“TI have been very glad to see in Basle this weekend 
renewed confidence in the firm attitude of the central 
banks and in the effective cooperation which is going 
on between them. Both this attitude and this cooper- 


ation have the warm support of the International 
Monetary Fund.” 


icy as customs tariffs, so as to avoid any possible 
duplication of effort. 

The CONTRACTING PARTIES approved reports on 
consultations with five countries maintaining import 
restrictions for balance of payments reasons, and dis- 
cussed the import liberalization programs of two coun- 
tries that recently ceased to claim balance of payments 
justification for such restrictions. 

The CONTRACTING PARTIES heard a report from the 
Chairman of the Interim Coordinating Committee for 
International Commodity Arrangements, and also 
agreed to keep under review certain matters relating to 
the marketing of butter in the United Kingdom. A work- 
ing party was established to review Article XXXV of 
the GATT, by recourse to which a number of countries 
refrain from undertaking GATT obligations toward 
Japan. 

Uruguay was granted authority to increase the 
official valuation (aforo) on which duty rates are 
assessed, in order to take account of the change in the 
value of the Uruguayan peso. 

Sierra Leone became the thirty-ninth Contracting 
Party to the General Agreement, as from the date of 
its independence, April 27, 1961. 

Source: European Office of the United Nations, Press 
Release, Geneva, Switzerland, May 26, 1961. 


Europe 
Sterling Exchange Rates 


Following the statement by Mr. Per Jacobsson that 
major currency exchange rates would not be changed 
(see above, p. 185), there were signs of a returning 
confidence in sterling on June 13 and 14: sterling rose 
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from $2.79 to $2.79% on June 13 and to $2.79% on 
June 14. On June 16, however, following the publi- 
cation of U.K. overseas trade figures for May, which 
showed an increase in the apparent trade deficit, and 
the announcement of price increases in the steel indus- 
try and in transport, sterling declined by “4, cent, to 


$2.7834, the lowest since September 1957. 
Sources: The Times and The Economist, 


England, June 17, 1961. 


London, 


Installment Credit in Norway 


The Norwegian Government has issued new regula- 
tions for consumer installment credit. From July 1, 
1961, at least 25 per cent of the sales price will be 
required in cash as a downpayment. The special regu- 
lations for automobiles and books (downpayments of 
50 per cent and 10 per cent, respectively) will be 
maintained, but the present 10 per cent downpayment 
required for television receivers will be superseded by 
the new requirement. Contrary to the present system, 
the new regulations will also apply to sales when the 
seller does not retain ownership. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, June 16, 1961. 


Norwegian-Israeli Trade and Payments Agreement 


A new trade and payments agreement has been 
concluded between Norway and Israel, providing for 
all future payments between the two countries to be 
made in convertible currencies. The previous bilateral 
payments agreement has been terminated. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, June 16, 1961. 


Economic Situation in Denmark 


In a recent speech to the Danish Parliament, the 
Prime Minister, Mr. Kampmann, stated that views in 
Denmark on the economic situation unfortunately were 
not harmonious. The Government considered that the 
economic situation was satisfactory as long as every- 
body could find employment and increases in produc- 
tion made possible higher consumption and investment. 
In other quarters, the view had been expressed that 
instead of making good times better the Government 
had succeeded in making good times worse. The Prime 
Minister said that this was not the case today. Employ- 
ment and production in Denmark were higher than ever 
before, and investments were likely to increase further. 
The new wage agreements and the agricultural agree- 
ment would not lead the country into economic diffi- 
culties, as many expected. It was obvious, however, 
the Prime Minister continued, that developments con- 
tained considerable risk of a decline in the country’s 
foreign exchange reserves. 


In 1961, he said, the population will have at its 
disposal an income almost 10 per cent higher, which 
will mean that private consumption will increase at the 
same time as investments continue to rise. Domestic 
demand will rise more than production. This will result 
in some pressure on prices, which, however, will hardly 
be allowed to be felt because the liberalization of trade 
has opened up Danish markets to foreign competition. 
Foreign exchange expenditure for imports and for for- 
eign travel will increase, resulting, possibly, in a sharp 
fall in foreign exchange reserves. 


The Prime Minister continued that, wherever feasible, 
Denmark should try to contain the strong demand 
which he foresaw. The increase in the National Bank’s 
discount rate would have a stabilizing effect on the 
foreign exchange position. It was regrettable that 
Denmark had such a high interest rate, but in the 
present situation the continued e~»ansion of credit 
had to be checked. However, the Prime Minister said, 
there was hardly any danger that a tightening of credit 
would harm employment. It would be very unfortunate 
if employment had to be reduced in order to bring 
about a fall in purchasing power. The higher interest 
rate for deposits might contribute to higher private 
savings. The opposition’s main proposal for reducing 
demand was to increase savings, but the Government 
was of the opinion that it was irrelevant for economic 
development to replace public savings by private sav- 
ings, especially if public savings declined more than 
private savings increased. It was possible, however, the 
Prime Minister concluded, that private savings could 
be stimulated and at the same time public savings 
maintained. The Minister of Finance intended to dis- 
cuss with the monetary institutions the possibilities of 
stimulating private savings. 


Source: Bérsen, Copenhagen, Denmark, June 9, 1961. 


Economic Situation in Germany 


The German Ministry of Economics, in its latest 
monthly report on the economic situation in the 
Federal Republic, issued at the end of May, stated that 
the boom appeared to show signs of slackening, at least 
in some sectors. In the investment goods industries, 
the growth of orders on hand leveled off in March and 
almost stopped in April; although this was due largely 
to the remarkable elasticity of output, there were also 
signs that the flow of orders—both domestic and ex- 
ternal—was slowing down. In the consumer goods 
industries, many of which should be able to expand 
output, orders had increased. In the building sector, 
the imbalance between output and demand increased 
further, and measures were taken in May and June to 
enforce a control on public building financed from the 
Federal and certain Lander budgets. The pressures in 
the labor market showed no signs of abating. At the 
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end of May, 111,000 persons were registered as 
unemployed, 42,000 less than a year ago. 

The view taken in the report is that it is still too 
early to judge the effects of the revaluation of the 
deutsche mark on the economy. The slackening in the 
flow of domestic orders for investment goods may 
reflect a dampening in entrepreneurial expectations. 
The only effect of the revaluation clearly discernible 
is that on prices. In April 1961, import prices, on the 
average, were 3.3 per cent lower than in February, 
i.e., before the revaluation. The revaluation was almost 
fully reflected in reductions in the prices of mineral oil, 
iron, steel, coal, coke, wood, and chemicals, except 
where the rising trend in world prices for certain raw 
materials and seasonal influences partly offset its effect. 
Domestic prices remained stable despite the continuing 
pressure from wages. 

The trade results do not yet allow definite conclu- 
sions as to the impact of the revaluation on the volume of 
imports and exports. In April, the trade deficit amounted 
to DM 727 million, compared with DM 310 million a 
year earlier. On a seasonally adjusted basis, exports rose 
again somewhat more than imports. As in March, 
export orders received were somewhat lower than at 
the same time a year earlier. 


Source: Der Bundesminister fiir Wirtschaft, Die 
Wirtschaftliche Lage in der Bundesrepublik 
Deutschland im April 1961, Bonn, Germany, 
May 25, 1961. 


Consolidation of Belgium's Short-Term Debt 


At the end of April 1961, the Belgian short-term 
public debt (less than one year to maturity), denomi- 
nated in foreign currencies and gold, was BF 30.9 bil- 
lion ($620 million), compared with BF 15 billion 
($300 million) a year earlier and BF 13 billion 
($260 million) in April 1959. This short-term indebt- 
edness includes Treasury commitments in U.S. dollars 
amounting to BF 9.2 billion ($184 million), in Swiss 
francs amounting to BF 8.1 billion ($162 million), in 
deutsche mark amounting to BF 7.9 billion ($158 mil- 
lion), and in gold certificates amounting to BF 3.4 bil- 
lion ($68 million). 

Part of this public debt denominated in foreign 
currencies is not an external debt, properly speaking; 
it was issued in the form of Treasury certificates to 
Belgian banks against deposits in foreign currencies 
held with those banks for account of Belgian residents. 
These deposits increased from BF 4.8 billion in 
March 1960 to BF 7.9 billion in March 1961. 

In view of the rapid increase in the short-term debt, 
the Government has announced that the part denomi- 
nated in Netherlands currency—150 million guilders— 
will be consolidated, half by the proceeds of a 20-year 
loan, at 4.75 per cent, to be issued within a few days 


in the Netherlands by the Belgian Government throu,h 
the intermediary of a consortium of Dutch banks, and 
the other half by a medium-term loan to be subscribed 
by the same consortium. 

This is the first foreign recourse to the Dutch capital 
market since the market was conditionally reopened to 
foreign borrowers a short time ago (see this News 
Survey, Vol. XIII, p. 141). The Belgian Ministry of 
Finance pointed out in its announcement that it intends 
to arrange similar consolidation operations with other 
foreign countries. 


Source: Agence Economique et Financiére, Brussels, 
Belgium, May 25, 1961. 


France and the European Economic Community 


The Treaty of Rome (March 25, 1957), establishing 
the European Economic Community (EEC), provided 
for a transitional period of 12 years, which could be 
extended to 15 years, and which was divided into three 
stages of 4 years each. The first stage, during which the 
first steps had to be taken toward a customs union 
between the six member countries and toward common 
economic policies, could be extended twice for a year if 
the Council of Ministers of the EEC was not able to 
reach a unanimous decision on its termination and on 
the beginning of the second stage. The Treaty of Rome 
came into force on January 1, 1958, and the Council 
of Ministers has therefore to decide before the end 
of 1961 whether the conditions set for the end of the 
first stage have been fulfilled. Furthermore, in accord- 
ance with its decision of May 12, 1960 on the speedier 
implementation of the common market, the Council of 
Ministers must decide, before June 30, 1961, whether 
the member countries will, before the end of 1961, 
reduce their internal customs duties for industrial goods 
by 20 per cent instead of by the 10 per cent prescribed 
by the Treaty of Rome (see this 
Vol. XII, p. 366). 


On June 13, 1961, the French Minister of Finance 
told the National Assembly that his Government would 
be unable at present to reach decisions on the end of 
the first stage or on the additional reduction in customs 
duties, as not enough progress had been achieved on 
common social and agricultural policies. The Treaty 
of Rome provides that in the course of the first stage 
each member country should ensure the application of 
the principle of equal remuneration for equal work as 
between men and women, but, in the opinion of the 
French authorities, the implementation of this provision 
has been lagging. 


Early in June 1961, the Commission of the EEC 
submitted to the Council of Ministers draft regulations 
establishing levies on imports of cereals and pork from 
all countries, but providing for the gradual elimination 
of the levies on trade between member countries, which 


News Survey, 
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are to bring their prices to about the same level and to 
abolish quotas and import restrictions. The Commission 
will submit before July 31, 1961 proposals along the 
same lines for sugar, eggs, and poultry. No decision on 
these proposals is expected until after September. 


Speaking before the National Assembly on June 15, 
1961, the French Prime Minister said that his Govern- 
ment would try to obtain soon a common decision on 
the first levy to be charged on agricultural products, 
and to create new trade flows for agricultural products 
through long-term contracts, such as that concluded 
in 1959 between France and Germany for cereals. In 
contrast to some member countries which, as a result 
of low agricultural output, import food products at the 
abnormally low world market prices, France has agri- 
cultural surpluses and should first find outlets for these 
surpluses in neighboring countries. For France, the 
establishment of the common market implied almost 
immediately the creation of a preferential and pro- 
tected area for agriculture. This might create adjustment 
problems for some countries, and notably for Germany, 
but France’s partners in the EEC should fulfill their 
responsibilities. 


Sources: Le Monde, Paris, France, June 7, 8, 15, and 


17, 1961. 


Middle East and Africa 


IBRD Loan fo Israel 


The Executive Directors of the World Bank have 
authorized a loan equivalent to $25 million to Mifalei 
Yam Hamelah B.M. (Dead Sea Works Limited) in 
Beersheba, Israel. The proposed loan will assist in 
financing a large expansion of the company’s facilities 
for producing potash and bromine from Dead Sea brine, 
and the construction of new facilities for the produc- 
tion of bromine chemicals and magnesite. 


The total cost of the expansion program is estimated 
at the equivalent of $72 million. In addition to the 
Bank loan, the company will obtain funds from the 
proceeds of a new share issue of [£27 million ($15 mil- 
lion), from retained earnings, and from other borrow- 
ings. The shares will be registered on the Tel Aviv 
stock exchange, and the offering will be underwritten 
by a syndicate of Israeli banks, headed by the Bank 
Leumi le-Israel. The Loan Agreement between the 
Bank and the Dead Sea Works Limited will be signed 
after the share issue has been taken up, which is 
expected to be early in July. The loan will be guaranteed 
by the Government of Israel. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
June 16, 1961. 


Lebanese Bilateral Agreements 


A trade agreement between Lebanon and Eastern 
Germany, designed to increase trade to a total of 
LL 11 million annually each way, was concluded 
on May 22. In 1960, Lebanon’s exports to Eastern 
Germany amounted to LL 2 million, against imports 
of LL 3.5 million. Eastern Germany has agreed to 
use a minimum of 65 per cent of the proceeds of its 
exports to Lebanon to purchase Lebanese products, 
including 8,000 tons of citrus fruits a year. 

A tourism agreement between Lebanon and the 
United Arab Republic (Egyptian Region) renews for 
another year an agreement which provides for residents 
of that Region who wish to travel to Lebanon for pur- 
poses of tourism to transfer LE 100 each annually. 
The Lebanese Government guarantees to them a rate 
of LE 1 = LL 8.00 (the rate in the previous agreement 
was LE 1 = LL 7.75). The difference between this 
rate and the free market rate is borne by the Lebanese 
Government. 


Sources: Middle East Economic Digest, London, Eng- 
land, May 26, 1961; Le Commerce du 
Levant, Beirut, Lebanon, June 3, 1961. 


U.A.R.-Guinea Trade and Economic Cooperation Agreements 


Agreements on trade, payments, and _ technical 
cooperation between the United Arab Republic and 
Guinea were signed in Cairo on May 16. The agree- 
ments provide for trade exchanges of up to LE 2 mil- 
lion a year, with a debt ceiling of LE 500,000, facilities 
to open trade centers, the exchange of technical mis- 
sions, and scholarships for vocational training. Under a 
supplement to the trade agreement, signed on May 18, 
the U.A.R. will lend Guinea LE 6 million, repayable 
Over seven years with interest at 24% per cent, to 
finance purchases of machinery and tools and the cost 
of technical assistance. Repayments will be made in the 
form of exports from Guinea to the U.A.R. A separate 
exchange of letters provides for the establishment of a 
joint company, financed equally by the two Govern- 
ments, to carry out construction, communications, and 
irrigation projects in Guinea. 

Source: Middle East Economic Digest, London, Eng- 
land, May 26, 1961. 


South African Foreign Exchange Reserves 


In the week ended May 26, South Africa’s gold and 
foreign exchange reserves decreased by R 5.0 million, 
to R 148.6 million. Reserves have not been as low as 
this since May 30, 1958, when they decreased to 
R 145.2 million. At that time the cause of the decrease 
was the heavy importation of goods. On the present 
occasion the drain on reserves has been caused by 
investors withdrawing capital because of uncertainty 
over the political situation. 
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On May 27, the South African Minister of Finance, 
Dr. Dénges, stated that the rumors about a possible 
devaluation of the rand were without foundation. 


Sources: Nieuwe Rotterdamse Courant, Rotterdam, 
Netherlands, May 29, 1961; The Times, Lon- 
don, England, June 2, 1961. 


Far East and Australasia 
IDA Credit to India 


The International Development Association (IDA), 
on June 21, extended a credit equivalent to $60 million 
to India to cover half the expenditure on the national 
highways during the first 34% years of the Third Five 
Year Plan, which began on April 1, 1961. The funds 
will be used mainly for the construction of about 
660 miles of highways, including 19 major bridges, 
which will open up some of the less developed parts of 
India, improve connections between important agricul- 
tural and industrial centers, and relieve traffic conges- 
tion in the vicinities of Calcutta and Bombay. 

This credit constitutes part of the funds which will 
be provided by the IDA toward the external financial 
requirements of India’s Third Five Year Plan. It is for 
a term of 50 years, interest free, and is repayable in 
foreign exchange. Amortization will begin on August 15, 
1971. Thereafter, 1 per cent of the principal will be 
repayable annually for 10 years and 3 per cent will be 
repayable annually during the final 30 years. A service 
charge of %4 of 1 per cent per annum on the amounts 
disbursed and outstanding will be made to meet admin- 
istrative costs. 


Source: International Development Association, Press 
Release, Washington, D.C., June 21, 1961. 


Development of India’s Oil Resources 

The Government of India and the Burmah Oil 
Company concluded in New Delhi on May 31 an agree- 
ment under which an additional 1,800 square miles in 
Assam State will be opened up for oil prospecting and 
development. Prospecting will be undertaken by Oil 
India Ltd., which is owned jointly by the two parties 
to the agreement. The Burmah Oil Company will pro- 
vide the foreign exchange required for developing any 
oil resources that are discovered, and the Government 
will provide the necessary rupee currency. The crude oil 
will be processed by government refineries to be estab- 
lished in Assam and Bihar. The agreement also provides 
that the Government will hold 50 per cent of the shares 
of Oil India Ltd., instead of 33% per cent as hitherto. 


Source: The Times, London, England, June 1, 1961. 
Foreign Trade of Cambodia 


Total imports into Cambodia in 1960 were valued 
at 3,320 million riels (an increase of 36 per cent 
over 1959) and total exports at 2,441 million riels (an 


increase of 16 per cent), leaving a deficit of 879 mil- 
lion riels, which was more than double the 1959 deficit. 
Of the imports, 688 million riels were financed by for- 
eign aid. Rubber (40,475 tons valued at 978 mil- 
lion riels), rice (390,000 tons worth 812 million riels), 
and corn (164,000 tons valued at 290 million riels) 
accounted for 85 per cent of total exports. The volume 
of rice exports has increased more than five times since 
i956, when it amounted to only 70,000 tons, while 
that of rubber exports has increased by 37 per cent. 
Of the total increase in imports (873 million riels), 
metals and metal products accounted for 411 mil- 
lion riels and textiles for 283 million riels; imports of 
foodstuffs increased by 74 million riels, those of mineral 
products decreased by 155 million riels, and imports 
of all other products increased by 261 million riels 
France continued to be Cambodia’s best customer 
and supplier, absorbing 34 per cent of rice and 21 per 
cent of rubber exports. Hong Kong, Singapore, the 
United States, and the United Kingdom, in decreasing 
order of importance, were Cambodia’s next most impor- 
tant customers. Japan, Hong Kong, the United States, 
and Singapore were the largest suppliers after France. 


According to the export and import program for 
1961, approved by the Cabinet in December 1960, both 
exports and imports are expected to be lower than 
in 1960. Exports are scheduled to amount to 2,242 mil- 
lion riels (a drop of 8 per cent), and imports will be 
reduced by 18 per cent, to 2,731 million riels. The 
planned deficit of 489 million riels would be 44 per cent 
smaller than the 1960 deficit. 


Source: Banque Nationale du Cambodge, Bulletin Men- 
suel, Phném-Penh, Cambodia, March 1961. 


Budget of Viet-Nam 


Viet-Nam’s estimated government receipts and 
expenditures for 1961 are balanced at VN$14,985 mil- 
lion, including VN$4,515 million of foreign military 
aid. Tax receipts, at VN$8,410 million, are expected 
to be 0.7 per cent higher, and “other” receipts, at 
VN$2,060 million, 12 per cent lower, than in 1960. 
“Other” receipts in 1960 included a drawing of 
VN$282 million on the so-called “Reserve Fund,” but 
it is expected that the 1961 budget will be balanced 
without this fund having to be used. 


An effort has been made to reduce nonmilitary 
expenditures, and at VN$9,210 million they are 2.4 per 
cent less than in 1960. Military expenditures, estimated 
at VN$5,775 million, are the same as in the previous 
year and represent about 40 per cent of 
expenditure. 


total 


Foreign economic aid and the projects financed with 
such aid are not included in the budget. In 1960, this 





190 


aid amounted to VN$2.5 billion, but it has been 

reduced to VN$2 billion in the 1961 budget. 

Source: Banque Nationale du Viet-Nam, Bulletin 
Economique, Saigon, Viet-Nam, March 1961. 


New Zealand Government Loan 


The New Zealand Government issued in London, 
on May 18, a 6% per cent £20 million loan, to mature 
on November 15, 1972. The proceeds of the loan are 
intended to assist in preventing a further decline in 
New Zealand’s foreign exchange reserves while the 
Government’s measures to reduce imports take effect. 
Only 12 per cent of the loan was taken up by the gen- 
eral public on the London Stock Exchange; 88 per cent 
was thus taken by the underwriters. Commenting on the 
loan, the Minister of Finance of New Zealand, the 
Hon. H. R. Lake, said that the fact that the under- 
writers accepted the risk on the terms negotiated indi- 
cated that they were satisfied with the New Zealand 
proposition and would be able to place, within a reason- 
able time, any of the loan left to them. 

Source: Reserve Bank of New Zealand, New Zealand 
News Review, Wellington, New 
1961. 


Zealand, 
June 2, 


Western Hemisphere 
Exchange Rate of the Canadian Dollar 


The Canadian dollar was quoted on June 16 at its 
lowest exchange rate for more than five years. It closed 
at par with the U.S. dollar, after having been at a 
slight discount for a brief period during the day. Prior 
to the development on June 13 of the controversy 
between Mr. James E. Coyne, Governor of the Bank 
of Canada, and Mr. Donald Fleming, Minister of 
Finance, the Canadian dollar had been trading at a 
premium, which had not been less than 1 cent since 
January 1961 and had been 5 cents or more as recently 
as early in 1960. 

The decline in the Canadian dollar stemmed pri- 
marily from the expectation that interest rates would be 
lowered, despite opposition to such a move from 
Mr. Coyne. An important factor in the premium status 
which has been held by the Canadian dollar has been 
the heavy foreign purchases, particularly in the United 
States, of Canadian securities carrying relatively high 
yields. 

On June 20, when the budget for the year that began 
on April 1 was presented to Parliament, the Govern- 
ment stated its intention of improving the trade balance 
by reducing the exchange rate. Government pressure on 
the rate will be exerted by purchase of U.S. dollars by 
the Dominion’s Exchange Fund, which heretofore has 
had the declared policy of simply smoothing out sharp 
daily fluctuations in the exchange rate without trying to 
affect it substantially. Mr. Fleming said that no target 
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had been set for how low the rate may go, but he stated 
that “The rate will certainly be lower than it has been 


of late, and it may well be appropriate for it to move 
to a significant discount.” 


On June 21, the rate closed at US$0.975. 


Sources: The Wall Street Journal, New York, N.Y.. 
June 19, 21, and 22, 1961. 


Loans and Grants by IDB 


The Inter-American Development Bank has an- 
nounced recently the approval of the following loans 
and grants (the loans will in all cases be amortized by 
equal semiannual installments beginning at different 
intervals, as specified, after the signing of the loan 
contract): April 9, to Chile, a loan of $6 million 
($4.5 million in dollars and $1.5 million in escudos) 
for 12 years with interest at 534 per cent, to help the 
Corporaci6n de Fomento de la Produccién to finance 
industrial, mining, and fishery development (amortiza- 
tion will begin after 24 years and seven U.S. com- 
mercial banks have agreed to participate in the early 
maturities of the loan without the Bank’s guarantee) ; 
April 9, to Colombia, a loan of $1 million (up to 
$500,000 in dollars and $500,000 in Colombian pesos ) 


TWELFTH ANNUAL REPORT ON EXCHANGE RESTRICTIONS 


The first part of this Report deals generally with 
foreign exchange developments during 1960 and the 
first quarter of 1961. It points out that the key develop- 
ment in this period was the successful defense of the 
system of convertibility. The continued reduction of 
restrictions in most countries helped to sustain the volume 
of world trade, and the number of countries which had 
to resort to increased restrictions was small. The Report 
refers to the acceptance of the obligations of convertibility 
by 11 Fund member countries early in 1961 and outlines 
Fund policy in relation to such action. It draws attention 
to the continued decline in the use of multiple currency 
practices, and the simplifications of complex multiple 
rate systems that were possible when accompanied by 
fundamental revisions of monetary and fiscal policies. 
An indication of the extent of the decline in the number 
of bilateral payments arrangements is given, and other 
developments, such as regional arrangements in Europe 
and Latin America, the use of advance deposit require- 
ments as a prerequisite to obtaining import or exchange 
licenses, and the liberalization of payments of a capital 
nature, are reviewed. 


In the second part of the Report, the exchange systems 
of all Fund members and of 5 nonmember countries are 
described: the basic exchange rates, the nature of the 
exchange system, the authorities that administer the con- 
trols, the operation of the accounts of nonresidents, and 
the requirements affecting settlements for imports, ex- 
ports, invisibles, and capital transactions. Where the 
exchange rate system is not uniform, a table of exchange 
rates is provided. Each country survey concludes with a 
chronological listing of the more significant changes in 
exchange practices that took place during 1960 and 
early 1961. 


The Report is available without charge. Address 


requests to 
The Secretary 
INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W Washington 25, D.C., U.S.A 
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for 10 years at 5% per cent, to enable the Corpora- 
cién Financiera Colombiana de Desarrollo Industrial, 
S.A., to relcnd to small and medium-sized industries 
for the purchase of new plant and equipment and the 
erection of additional facilities (amortization will begin 
after 242 years); April 9, to Brazil, a loan of $10 mil- 
lion from the Bank’s Fund for Special Operations, 
for 16 years, repayable in dollars, with interest at 
4% per cent per annum, to the Banco do Nordeste 
do Brasil S.A., to help to accelerate the economic 
growth of the northeast of Brazil (amortization will 
begin after 4% years); April 9, to Colombia, a loan 
of $6.15 million (of which up to $3.3 million will be 
extended in dollars and other currencies of member 
countries) for 20 years, repayable in the currencies lent 
by the Bank, with interest at 5% per cent per annum, 
to the Empresa Publicas de Medellin, with the guarantee 
of the Government, for the expansion of the water sup- 
ply of Medellin (amortization will begin after 4% years, 
and the National Shawmut Bank of Boston has agreed 
to participate in the early maturities of the loan 
without the guarantee of the Bank); April 9, to Haiti, 
$3.65 million, in dollars or its equivalent in currencies 
of other member countries, from the Bank’s Fund for 
Special Operations (of which up to $150,000 will be 
a grant and $3.5 million a loan for a term of 15 years, 
repayable in gourdes, with interest at 4 per cent per 
annum), to the Banque Nationale de la République 
d’Haiti, with the guarantee of the Government, and to 
be administered by the Institut de Développement 
Agricole et Industriel, for a program of agricultural 
and industrial development (amortization will begin 
after 3% years); May 12, to Honduras, $2.5 million 
from the Bank’s Fund for Special Operations (of 
which $250,000 will be a grant and $2.25 million will 
be a loan repayable over 20 years, the principal in 
lempiras and the interest, 4 per cent per annum, in 
dollars, beginning after 4% years), to the Government, 
to assist in carrying out its highway program (see also 
this News Survey, Vol. XIII, p. 147); May 21, to 
Venezuela, a loan of $10 million, for 12 years with 
interest at 5%4 per cent per annum (repayment to begin 
after 2% years), to the Corporacién Venezolana de 
Fomento, to finance industrial projects (seven U.S. com- 
mercial banks have agreed to participate in the early 
maturities of the loan to the extent of $762,500, without 
the guarantee of the Bank); May 28, to Paraguay, a 
loan of $250,000 from the Bank’s Fund for Special 
Operations, for 10 years, repayable in guaranies, with 
interest at 4 per cent per annum (repayment to begin 
after 18 months), to the Comisién de Administracién 
Puerto Presidente Stroessner, an official agency of the 
Government, to help finance the expansion of an 
agricultural colony (this is the second loan extended 
by the Bank to Paraguay; see this News Survey, 


Vol. XIII, p. 94); June 18, to Honduras, a loan of 
$150,000 for 742 years with interest at 5%4 per cent, 
to help Molinos de Honduras, S. de R.L., to finance 
the purchase and installation of a modern corn flour 
mill (amortization will begin after 3 years); June 19, to 
Colombia, a loan of $5.6 million (up to $2.2 million in 
dollars or other currencies of member countries), for 
20 years at 5% per cent, to help Empresas Publicas 
Municipales de Cartagena to expand the water supply 
and sewerage system of the city of Cartagena (repay- 
ment to be made in the currencies lent by the Bank, 
beginning after 4% years). 


Sources: Inter-American Development Bank, Press Re- 
leases, Washington, D.C., April 9-June 19, 
1961. 


Brazil's New Coffee Program 


The Brazilian Government has announced modifica- 
tions in the exchange procedure for coffee exports and 
in the domestic system of financing and marketing 
coffee. 


Exporters will be required to surrender to the Super- 
intendency of Money and Credit (SUMOC) US$22 per 
bag from the exchange proceeds of the 1961-62 crop, 
but may sell the remaining exchange in the free market. 
If the free market rate fluctuates below Cr$265 or 
above Cr$275 per U.S. dollar, an offsetting adjustment 
will be made in the surrender requirements. Coffee from 
previous crops will operate under the same scheme, 
except that US$24-26 per bag will be surrendered and 
adjustments will be made when the rate fluctuates below 
Cr$257 or above Cr$262 per U.S. dollar. 


The local currency proceeds of the foreign exchange 
surrendered to the SUMOC will provide a “coffee 
defense reserve fund” to be used to stockpile surplus 
coffee and to provide for the long-term improvement 
of the industry. 


The commercial crop for 1961-62 is estimated at 
36 million bags, of which 22 million bags will be of 
exportable quality. Beginning July 1, 1961, nonexport- 
able coffees, estimated at 14 million bags, may be sold 
to the Brazilian Coffee Institute at prices between 
Cr$1,600 and Cr$1,700 per bag. The Institute hopes 
to export 18 million bags in the crop year beginning 
July 1, 1961. Exportable coffee will be financed 
initially by the Bank of Brazil, and the surplus, esti- 
mated at 4 million bags, will be purchased by the Insti- 
tute beginning in March 1962 at prices ranging from 
Cr$6,357 per bag for fine quality, type 2, to Cr$2,268 
per bag for type 7. 


Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, June 3, 
1961. 





192 


Termination of Argentine-Brazilian Payments Agreement 


The Argentine-Brazilian Trade Commission has 
announced that the payments agreement between the 
two countries will not be renewed when it expires on 
September 1, 1961. After that date payments will be 
made in freely convertible currencies, and the perma- 
nent balance will be liquidated as provided in the 
agreement. 

The Commission has also announced the establish- 
ment of a mixed group for industrial cooperation, which 
will draw up concrete plans for industrial complemen- 
tation and exchange of manufactured products, in order 
to promote reciprocal trade between the two countries. 
Source: La Nacién, Buenos Aires, Argentina, June 7, 

1961 


Markets for Cuban Sugar 


According to Cubazucar, Cuba produced 5,689,000 
Spanish tons of sugar during 1960, and exported 
5,468,000 Spanish tons to the following destinations: 
1,881,000 to the United States, 1,531,000 to the 
U.S.S.R., 462,000 to Mainland China, and 1,594,000 to 
other countries. As of December 31, 
stocks totaled 1,065,000 Spanish tons. 

On February 23, 1961, the International Sugar Coun- 
cil established the sugar export quota for Cuba at 
1,992,000 metric tons but authorized the country to 
export 3 million metric tons in addition to its basic 
quota during 1961. The Council estimated the total 
Sugar requirements of the world market at 6,920,000 
metric tons, including the projected requirements of 
China and the U.S.S.R. (1,835,000 metric tons). Sugar 
supplies to the world market were estimated at 
6,536,000 metric tons, of which 5,729,000 metric tons 
are expected to be supplied by countries that are 
members of the Council. Consequently, says Cubazicar, 
equilibrium in the world sugar market could be achieved 
if, on account of the shift in the U.S. demand for sugar 
from Cuba to other member countries, only a part of 
the total sugar export quota were to be utilized. 
Cubazucar, Havana, Cuba, January-March, 
1961. 


1960 existing 


Source 


Industry Commission in Dominican Republic 

The Dominican daily, El Caribe, published on May 6 
the text of a new Law, No. 5535, which creates a 
Directive Commission for Industrial Planning with 
powers that go beyond mere planning responsibilities. 
Article 5 of the new Law states that, in the future, any 
industry that may find itself forced to shut down its 
activities shall immediately and automatically come 
under the control of the Commission. “The Commis- 
sion,” says the Article, “shall occupy it within the 
limits of its attributes, for putting it into operation. . . .” 

The Commission is composed of the Secretaries for 
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Industry and Commerce, for Labor, and for Agricul- 

ture, the Governor of the Central Bank, and the 

Administrator of the Agricultural, Industrial, and 

Credit Bank. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., June 5, 1961. 
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International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment. Any suggestions made or opinions 
expressed are taken from the sources quoted. Items are 
selected for inclusion because they are in fields of par- 
ticular interest to the Fund; their selection does not 
necessarily imply that they reflect the Fund’s views. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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